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Turnover of Stock and Debtors to Net Sales

Section-A, Table 4.2 shows that for Firm-I, the ratio of
stock to net sales had a fluctuating trend. The value of this
ratio ranged between 035 and 0.59 i.e., the value of stock held
by this firm ranged between 35% to 59% of its sales value.
Likewise, the ratio of debtors to net sales showed a fluctuating
trend, but the application of the semi-average method* indi-
cated an increasing trend i.e., it increased from 28% to 35% of
sales value to the sundry debtors. Section-A, Table 4.1
showed an improvement in the current ratio for the firm but
33.33% sales value was held in the form of stocks and similar
sales value for sundry debtors. Thus, this lessened the liquidity
of current assets which weakened the improvement in the
short-term solvency situation.

The ratio of stock to net sales for Firm-II also showed
a fluctuating trend (Section-A, Table 4.2). The application of
the semi-average method showed the average ratio of stock /
net sales for the year 1978 and 1979 was 0.74 whereas it was
0.33 in 1981 and 1982. It meant that the current assets in the
form of stock decreased from 0.74 to 0.33 per every unit of
sales. Debtors/net sales showed increasing trend upto 1980
but a falling trend in 1982 (Sectiori-B, Table 4.2). The value
of the ratio being only 0.07 implied an increase in the turnover
of debtors i.e., lessening average collection period. An increas-
ing turnover of stock and debtors improved the liquidity
position of its current assets.

For Firm-Ill, except for 1979, the ratio of stock to net
sales showed a steep increase. In 1982, the value of the ratio
was 12.28 i.e., the stock was 12 times the value of sales
(Section-A, Table 4.2). Likewise, debtors/net sales showed an
increasing trend. From 1981 to 1982, the ratio increased from
2.94 to 7.52 (Section-B, Table 4.2) i.e., the amount blocked
with sundry debtors was 7J times the value of net sales. In
Table 4.1, the current ratio for the firm showed a decreasing

Semi-average method is used to examine the trends where the time
series data is erratic and not showing neither increased nor decreased
values. Under this method the time series data is broken into two
equal parts and average is struck for each part,